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Dear

We have enclosed a copy of our report of examination explaining why we believe
revocation of your exempt status under section 501 (c)(3) of the Internal Revenue Code

(Code) is necessary.

If you accept our findings, take no further action. We will issue a final revocation letter.

If you do not agree with our proposed revocation, you must submit to us a written
request for Appeals Office consideration within 30 days from the date of this letter to
protest our decision. Your protest should include a statement of the facts, the
applicable law, and arguments in support of your position.

An Appeals officer will review your case. The Appeals office is independent of the
Director, EO Examinations. The Appeals Office resolves most disputes informally and
promptly. The enclosed Publication 3498, The Examination Process, and Publication
892, Exempt Organizations Appeal Procedures for Unagreed Issues, explain how to
appeal an Internal Revenue Service (IRS) decision. Publication 3498 also includes
information on your rights as a taxpayer and the IRS collection process.

You may also request that we refer this matter for technical advice as explained in
Publication 892. If we issue a determination letter to you based on technical advice, no
further administrative appeal is available to you within the IRS regarding the issue that
was the subject of the technical advice.
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If we do not hear from you within 30 days from the date of this letter, we will process
your case based on the recommendations shown in the report of examination. If you do
not protest this proposed determination within 30 days from the date of this letter, the
IRS will consider it to be a failure to exhaust your available administrative remedies.
Section 7428(b)(2) of the Code provides, in part: "A declaratory judgment or decree
under this section shall not be issued in any proceeding unless the Tax Court, the
Claims Court, or the District Court of the United States for the District of Columbia
determines that the organization involved has exhausted its administrative remedies
within the Internal Revenue Service." We will then issue a final revocation letter. We
will also notify the appropriate state officials of the revocation in accordance with section
6104(c) of the Code.

You have the right to contact the office of the Taxpayer Advocate. Taxpayer Advocate
assistance is not a substitute for established IRS procedures, such as the formal
appeals process. The Taxpayer Advocate cannot reverse a legally correct tax
determination, or extend the time fixed by law that you have to file a petition in a United
States court. The Taxpayer Advocate can, however, see that a tax matter that may not
have been resolved through normal channels gets prompt and proper handling. You
may call toll-free 1-877-777-4778 and ask for Taxpayer Advocate Assistance. If you
prefer, you may contact your local Taxpayer Advocate at:

If you have any questions, please call the contact person at the telephone number
shown in the heading of this letter. If you write, please provide a telephone number and
the most convenient time to call if we need to contact you.

Thank you for your cooperation.

Sincerely,

Marsha A. Ramirez, Director
Exempt Organizations Examinations

Enclosures:
Publication 892
Publication 3498
Report of Examination
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Issue:

Should the tax-exempt status of ORG (ORG) be revoked?

Facts:
ORG was granted tax exempt status under IRC 501(c)(3) on May 5, 19XX.

During the application process ORG was originally denied exemption. ORG appealed the
determination and provided additional information. ORG cited Rev. Rul. 80-301, 1980-2, CB 80
in their appeal. These records on EXHIBIT A.

ORG is a membership organization whose activities include attending games and
operating a booth during the festival; operating a website with an open forum, printing and
distributing a newsletter to members; operating a clan store with merchandise consisting of kilts,
crests, and other clothing items; performing genealogical research for about 35 members; taking
a membership trip to Country; and other heritage activities for the members.

ORG provided a history of their organization. EXHIBIT B.
Law:

IRC 501(c¢)(3) Corporations, and any community chest, fund, or foundation, organized and
operated exclusively for religious, charitable, scientific, testing for public safety, literary, or
educational purposes, or to foster national or international amateur sports competition (but only if
no part of its activities involve the provision of athletic facilities or equipment), or for the
prevention of cruelty to children or animals, no part of the net earnings of which inures to the
benefit of any private shareholder or individual, no substantial part of the activities of which is
carrying on propaganda, or otherwise attempting, to influence legislation (except as otherwise
provided in subsection (h)), and which does not participate in, or intervene in (including the
publishing or distributing of statements), any political campaign on behalf of (or in opposition to)
any candidate for public office.

FINAL-REG, TAX-REGS, §1.501(c)(3)-1

(a) Organizational and operational tests
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(1) In order to be exempt as an organization described in section 501(c)(3), an
organization must be both organized and operated exclusively for one or more of the
purposes specified in such section. If an organization fails to meet either the organizational
test or the operational test, it is not exempt.

(c) Operational test

(1) Primary activities. —An organization will be regarded as “operated exclusively” for
one or more exempt purposes only if it engages primarily in activities which accomplish one
or more of such exempt purposes specified in section 501(c)(3). An organization will not be
so regarded if more than an insubstantial part of its activities is not in furtherance of an
exempt purpose.

(2) Distribution of earnings. —An organization is not operated exclusively for one or
more exempt purposes if its net earnings inure in whole or in part to the benefit of private
shareholders or individuals. For the definition of the words “private shareholder or
individual”, see paragraph (c) of §1.501(a)-1.

(e) Organizations carrying on trade or business

(1) In general. —An organization may meet the requirements of section 501(c)(3)
although it operates a trade or business as a substantial part of its activities, if the operation
of such trade or business is in furtherance of the organization's exempt purpose or purposes
and if the organization is not organized or operated for the primary purpose of carrying on
an unrelated trade or business, as defined in section 513. In determining the existence or
nonexistence of such primary purpose, all the circumstances must be considered, including
the size and extent of the trade or business and the size and extent of the activities which are
in furtherance of one or more exempt purposes. An organization which is organized and
operated for the primary purpose of carrying on an unrelated trade or business is not exempt
under section 501(c)(3) even though it has certain religious purposes, its property is held in
common, and its profits do not inure to the benefit of individual members of the
organization. See, however, section 501(d) and §1.501(d)-1, relating to religious and
apostolic organizations.

(2) Taxation of unrelated business income. —For provisions relating to the taxation of
unrelated business income of certain organizations described in section 501(c)(3), see
sections 511 to 515, inclusive, and the regulations thereunder.

(f) Applicability of regulations in this section. —The regulations in this section are, except
as otherwise expressly provided, applicable with respect to taxable years beginning after July
26, 1959. For the rules applicable with respect to taxable years beginning before July 27, 1959,
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see 26 CFR (1939) 39.101(6)-1 (Regulations 118) as made applicable to the Code by Treasury
Decision 6091, approved August 16, 1954 (19 F.R. 5167; C.B. 1954-2, 47). [Reg.
§1.501(c)(3)-1.]

Revenue Ruling 80-301, 1980-2 CB 180,

A genealogical society that (1) opens its membership to all persons in a particular area, (2)
provides instruction in genealogical research techniques to its members and to the general public,
but does not research genealogies for its members, (3) conducts research projects and makes the
results available to the state historical society, (4) provides materials for libraries and community
displays, and (5) promotes various other related activities forthe public qualifies for exemption
under section 501(c)(3) of the Code; Rev. Rul. 80-302 distinguished.

Rev. Proc. 2007-52

SECTION 12. REVOCATION OR MODIFICATION OF DETERMINATION LETTER
OR RULING RECOGNIZING EXEMPTION

A determination letter or ruling recognizing exemption may be revoked or modified by (1) a
notice to the taxpayer to whom the determination letter or ruling was issued, (2) enactment of
legislation or ratification of a tax treaty, (3) a decision of the United States Supreme Court, (4)
the issuance of temporary or final regulations, or (5) the issuance of a revenue ruling, revenue
procedure, or other statement published in the Internal Revenue Bulletin.

Revocation or modification of a determination letter or ruling may be retroactive

.01 The revocation or modification of a determination letter or ruling recognizing exemption may
be retroactive if the organization omitted or misstated a material fact, operated in a manner
materially different from that originally represented, or, in the case of organizations to which

§ 503 of the Code applies, engaged in a prohibited transaction with the purpose of diverting
corpus or income of the organization from its exempt purpose and such transaction involved a
substantial part of the corpus or income of such organization. In certain cases an organization
may seek relief from retroactive revocation or modification of a determination letter or ruling
under § 7805(b). Requests for § 7805(b) relief are subject to the procedures set forth in Rev.
Proc. 2007-5.

(1) Where there is a material change, inconsistent with exemption, in the character, the purpose,
or the method of operation of an organization, revocation or modification will ordinarily take
effect as of the date of such material change.

(2) In the case where a determination letter or ruling is issued in error or is no longer in accord
with the Service’s position and § 7805(b) relief is granted (see sections 13 and 14 of Rev. Proc.
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2007-4), ordinarily, the revocation or modification will be effective not earlier than the date when
the Service modifies or revokes the original determination letter or ruling.

Appeal and conference procedures in the case of revocation or modification of exempt
status letter

.02 In the case of a revocation or modification of a determination letter or ruling, the appeal and
conference procedures are generally the same as set out in section 7 of these procedures,
including the right of the organization to request that EO Determinations or the Appeals Office
seek technical advice from EO Technical. However, appeal and conference rights are not
applicable to matters where delay would be prejudicial to the interests of the Service (such as in
cases involving fraud, jeopardy, the imminence of the expiration of the statute of limitations, or
where immediate action is necessary to protect the interests of the Government).

(1) If the case involves an exempt status issue on which EO Technical had issued a previous
contrary ruling or technical advice, EO Determinations generally must seek technical advice from
EO Technical.

(2) EO Determinations does not have to seek technical advice if the prior ruling or technical
advice has been revoked by subsequent contrary published precedent or if the proposed
revocation involves a subordinate unit of an organization that holds a group exemption letter
issued by EO Technical, the EO Technical ruling or technical advice was issued under the
Internal Revenue Code of 1939 or prior revenue acts, or if the ruling was issued in response to
Form 4653, Notification Concerning Foundation Status.

Government’s Position:

ORG’s tax exempt status should be revoked.

The activities of ORG do not serve an exempt purpose outlined in IRC 501(c)(3). The
primary activities are more social.

The genealogical activities of ORG do not serve the public. The genealogical activities of
ORG served a private rather than public interest. The activities stated on the Form 1023 and
related paperwork do not accurately reflect the actual activities of ORG. According to ORG, only
35 people received assistance in genealogical endeavors. ORG’s genealogical research is primary
focused for members. ORG does not provide genealogical instructions to the general public.
When ORG applied for tax-exempt status, they estimated that 500,000 people would have
benefited from the genealogical research. In reality, the research was only conducted for about 25
members.
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In accordance with Revenue Procedure 2007-52, the effective date of revocation should
be May 5, 19XX. ORG operated in a manner materially different from the original application.

Taxpaver’s Position:

At a conference on August 21, 20XX, ORG agreed that the tax-exempt status should be
revoked. ORG would like the effective date of revocation to be May 5, 19XX. ORG requests that
the date of revocation be May 5, 19XX because ORG activities never met an exempt purpose.

The tax payer agreed to the revocation by signing a Form 6018 on

Conclusion:

The tax-exempt status of ORG will be revoked effective May 5, 19XX.

Forms 1120 are required for all periods after May 5, 19XX.

Form 886-A(Rev.4—68) Department of the Treasury - Internal Revenue Service

Page: -5-



DEPARTMENT OF THE TREASURY

Internal Revenue Service
TE/GE EO Examinations

1100 Commerce Street
Dallas, TX 75242

TAX EXEMPT AND

GOVERNMENT ENTITIES
DIVISION
May 27, 2008

LEGEND

ORG = Organization name XX = Date Address = address

UIL: 501.03-01

ORG Person to Contact:

ADDRESS Contact Telephone Number:
In Reply Refer to: TE/GE Review Staff
EIN:

LAST DATE FOR FILING A PETITION
WITH THE TAX COURT: August 25, 20XX

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

Dear’

This is 2 Final Adverse Determination Letter as to your exempt status under section
501(c)(3) of the Internal Revenue Code. Your exemption from Federal income tax under
section 501(c)(3) of the code is hereby revoked effective May 5, 19XX. You have agreed to
this adverse determination.

Our adverse determination was made for the following reasons:

Organizations described in LR.C. section 501(c)(3) and exempt under
section 501(a) must be organized and operated exclusively for an exempt
purpose. Your organization is not a charitable organization within the
meaning of Treasury Regulations section 1.501(c)(3)-1(d).

You failed to meet the requirements of IRC section 501(c)(3) and Treas. Reg. section 1.501
(©)(3) -1(d) in that you failed to establish that you were operated exclusively for an exempt
purpose. Rather, you were operated for the benefit of private interests.

Contributions to your organization are no longer deductible under section 170 of the
Internal Revenue Code. You are required to file Federal income tax returns on Form 1120.
These returns should be filed with the appropriate Service Center for the period ending May
4, 199XX and for all years thereafter.

Processing of income tax returns and assessment of any taxes due will not be delayed should
a petition for declaratory judgment be filed under secdon 7428 of the Internal Revenue
Code.

If you decide to contest this determination in court, you must initiate a suit for declaratory
judgment in the United States Tax Court, the United States Claim Court or the District



Court of the United States for the District of Columbia before the 91* day after the date this
determination was mailed to you. Contact the clerk of the appropriate court for the rules for
initiating suits for declaratory judgment.

You also have the right to contact the office of the Taxpayer Advocate. However, you
should first contact the person whose name and telephone number are shown above since
this person can aCcess your tax information and can help you get answers. You can call 1-
877-777-4778 and ask for Taxpayer Advocate assistance. Or you can contact the Taxpayer
Advocate from the site where the tax deficiency was determined by calling: Ot you can
contact the Taxpayer Advocate nearest you by calling: or writing to: Internal
Revenue Service,

)
.

Taxpayer Advocate assistance cannot be used as a substitute for established IRS procedures,
formal appeals processes, etc. The Taxpayer Advocate is not able to reverse legal or
technically correct tax determinations, nor extend the time fixed by law that you have to file
a petition in the United States Tax Court. The Taxpayer Advocate can, however, see that a
tax matter that may not have been resolved through normal channels gets prompt and
proper handling.

We will notify the appropriate State Officials of this action, as required by section 6104(c) of
the Internal Revenue Code.

If you have any questions, please contact the person whose name and telephone number are
shown in the heading of this letter.

Sincerely yours,

Marsha A. Ramirez
Director, EO Examinations



